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INTERNATIONAL ECONOMIC 
COMPARISONS 


Summary of U.S. 
Economic Conditions 


The Department of Commerce revised estimates of 
GDP growth for the second quarter of 1995 upward, 
from an anoual rate of 0.5 percent ($7.2 billion) to 1.1 
percent ($15.1 billion). The revised growth rate is the 
weakest quarterly performance in 4 years. GDP grew at 
an annual rate of 2.7 percent ($36.3 billion) in the first 
quarter of 1995. 


A slowdown in investment spending accounted for 
the lethargic increase in second quarter GDP. Real 
nonresidential fixed investment increased in the second 
quarter by $21.1 billion compared with an increase of 
$35.4 billion in the first quarter. Producers of durable 


equipment purchases recorded a sharp slowdown, with 
spending in this category increasing by $17.2 billion, 
compered with an increase of $31.1 billion in the first 
quarter. Inventory reduction subtracted $18.4 billion 
from the second-quarter change in GDP. Businesses 
increased imventories in the second quarter by $32.7 
billion, following an increase of $51.1 billion in the 
first quarter. 

Consumer spending increased, but net exports 
declined. Personal consumption spending increased by 
$30.4 billion, compared with an increase of $14.3 
billion in the first quarter. Durable goods purchases 
increased $3 the earlier decrease 
of $4 goods and services 
increased billion from the first 
quarter. 9.0 billion to $843.6 
billion. to billion in 


Business sector 


From the first to the second quarter of 1995, 
business sector productivity increased at a 3.0-percent 
annual rate, as output rose by 0.4 percent and hours of 
all persons engaged in the sector fell by 2.5 percent. In 
the first quarter, productivity had increased by 2.1 
ED © AS SERED Y SP CUES GS ame 


annual rate in the , 
with a 0.7-percent increase in the first quarter of 1995. 


Nonfarm business sector 
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U.S. real GDP—the output of goods and services 
produced in the United States measured in 1987 
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Percent change from corresponding quarter of previous year 


DP nceeeescesccecessesetcecane 3.6 4.9 13 3.3 0.1 0.3 
Sl nthdimesstabaeekeathabandl 3.8 4.7 0.9 3.3 02 0.5 
duly Sept apaieennadienenienaneennel 3.5 5.0 1.4 28 0.0 0.7 
Sn eearesceceneceeesene:teses 3.5 5.3 1.7 1.7 -1.0 “1.7 
, -_— neeeeennseeseesenctees cenet 3.6 5.0 1.4 2.7 03 0.8 
ere 3.5 5.2 1.6 2.9 0.4 0.6 
tT cceetetaurenstonnesenesst 42 6.4 2.1 12 1.1 2.9 
duly-Sept ceaiadenanenaeeaaananenente 45 6.9 24 13 15 3.0 
Des cteseresecesceseeeseeeeee 42 7.1 28 1.7 0.9 2.4 
-— TT TTTITTLTT ETT TTT Tere 4.0 6.4 23 1.7 0.9 2.3 
SE 3.7 6.5 2.7 2.2 0.6 1.4 
DED cccevececeseseeccescccece 3.2 3.7 0.5 2.8 0.3 0.4 
Source: Bureau of Labor Statistics. 
Industrial production percent to 82.3 percent but was 3.8 percent higher than 
a year ago. 
U.S. industrial production gained 0.1 percent in Other G-7 member countries the 


July, following the same increase in June 1995. 
Manufacturing output decreased by 0.2 percent while 
the output of utilities increased by 3.6 percent owing to 
abnormally hot weather. The decline in manufactures 
was led by a drop of 3.2 percent in the output of motor 
vehicles and parts. The output of several other 
industries also decreased significantly whereas gains 
were recorded in the output of electrical machinery, 
jadustrial machinery, and computer equipment. In July 
1995 industrial production was 2.6 percent higher than 
a year ago. Capacity utilization contracted 0.2 percent 
to 83.4 percent in July 1995 following a decline of 0.3 
in June, but was 3.4 percent higher than in July 1994. 
Capacity utilization in manufacturing fell in July by 0.5 
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pace of job growth in services has slowed in recent 
months. 
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the decline in government spending. Table 4 shows 
macroeconomic projections by six major forecasters 
for the U.S. economy from July 1995 to June 1996, and 
the simple average of these forecasts. Forecasts of all 
the economic indicators, except unemployment, are 
presented as percentage changes over the preceding 
quarter, on an annualized basis. The forecasts of the 
unemployment rate are averages for the quarter. 


The average of the forecasts pomts to an 
unemployment rate of 5.8 percent in the remair der of 
1995 and thereafter. Inflation (as measured by the GDP 
deflator) is expected to remain subdued at an average 
rate of about 2.3 percent in the remaining quarters of 
1995. The slowdown in general economic activity 
during 1995 is expected to keep ‘nflation down and 
unemployment high. 


ly-Sep. .......... 3. 25 16 3.1 22 12 23 
10 Dec. .......... 21 28 1.7 23 23 25 23 
Jan.Mar. .......... 3.5 3.1 3.3 2.4 27 28 3.0 
Apr.June .......... 26 28 3.3 22 26 25 27 
Unemployment, average rate 
1995: 
i — 55 56 6.2 6.0 5.7 58 5.8 
a, SE ceneatians 53 56 63 6.1 58 59 58 
Jan-Mar. .......... 5.2 5.7 63 6.0 59 58 
AprJune .......... 5.2 58 63 5.8 5.9 5.9 5.8 
Note. —Except for ‘he unemployment rate, 
from preceding period. Quarterly data are 


Source: Compiled from data provided by the Conference Board. Used with permission. 
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U.S. TRADE DEVELOPMENTS 


The U.S. Department of Commerce reported that 
seasonally adjusted exports of goods and services of 
$64.5 billion and imports of $75.8 billion in June 1995 
resulted in a goods and services trade deficit of $11.3 
billion, 0.3 billion more than the Mav deficit. The June 
1995 deficit was $2.4 billion more than the deficit 
registered in June 1994 ($8.9 billion) and was $1.5 


The June 1995 trade deficit on goods was $16.4 
billion, approximately $0.3 billion higher than the May 


deficit. The June services surplus was $5.1 billion. 
slightly higher than the May surplus. 

Seasonally adjusted U.S. trade in goods and 
services in billions of dollars, as reported by the U.S. 
Department of Commerce, is shown in table 5. 
Nominal export changes and trade balances for specific 
major commodity sectors are shown in table 6. U.S. 
exports and imports of goods with major trading 
i abe 7. and US. wade in wvices by maj cancers 
in ; S. in services 
is shown in table 8. 


U.S. trade in goods and services, seasonally adjusted, May-June 95 
(Bition dollars) 
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U.S. Department of Commerce News (FT 900), Aug. 1995. 
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and ot 
yom teh oy trade belences, of agriculture and specified manufacturing sectors, 


Shere 
oat belance 
Jan.- Jan.- 
’ June June June 
Sector 1986 1906 1988 
—— Bien Billion 
dollars dollars 
3.1 5.8 -11.3 
1.4 2.7 5.9 
9 1.7 3.7 
45 8.8 9.3 
2.0 41 0.5 
5 0.8 44 
4 0.8 0.0 
15 29 1.4 
1.7 3.7 0.1 
1.5 3.1 3.4 
2.0 4.0 12 
16 31 7.1 
6 1.3 “1.5 
1.8 4.1 13 
2.7 5.5 $.7 
12.3 25.1 -71.9 
36.5 77.5 €3.7 
39 9.3 11.5 
68 13.2 3.7 
49.2 100.0 -75.9 


' This ie an official U.S. Department of Commerce commodity grouping. 
Note. —Because of rounding, fgures may not add to the totals shoo 


Data are presented on a Census basis. 
Source: U.S. Department of Commerce News (FT 900), Aug. 1995. 
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U.S. exports and imports of goods with major trading partners, Jan.1994-June 1995 
(Billion dollars) 
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specific step aimed at creating free and open trade in 

The APEC Senicr Officials Meeting, held in July 
1995 in Sapporo, Japan, included discussions on the 
details of creating open trade in the Asia-Pacific. Japan 
had the responsibility of preparing an action agenda for 
the November meeting because it was the APEC 
chaivynan for 1995, and had facilitated the preparation 
of a draft action ageada by a group of APEC Senior 
Officials. The draft action agenda for APEC 
had three elesoents: (1) an outline of general principles 
10 juide APEC liberalization; (2) specific liberalization 
steys; and (3) specific voluntary and joint-action steps 
uf proposed areas for lowering trade barriers. 

Key principles inchde G Lf = 
Tariffs and Trad: (GAIT) and World Trade 
Organization (WTO) consistency as well as adherence 
to the multilateral trading system. Also important is a 


free trade over the next 25 years and merely coordinate 
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such as the uniform starting date of January 1997 and 
the list of specific areas for APEC-wide liberalization, 
and a concerted liberalization approach, which would 
allow each APEC member country to follow an 
will focus on ways to ensure compliance with 
liberalization plans and balanced benefits among 
participants, and ways by which APEC members will 
grant concessions to non-APEC members. 

The action agenda will be discussed and r-viewed 


process of eliminating barriers and moving toward free 
trade and investment would begin in January 1997. 
follow, and a permanent organization would be set up 
to monitor the liberalization process. 

The resolu 2n of several issues may have a crucial 
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The Role of the New Zealand 
Government 


including the railroads, the Bank of New Zealand, and 
Air New Zealand, were sold. The Post Office was 
“corporatized,” and is now required to act as if it were 
a profit-maxi business. Government was 


-Maximizing 
assumed to be an inefficient provider and a producer of 


Fiscal and monetary policies were tightened. 
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The Role of International Trade 
in the New Zealand Strategy 


achieve » 
Zealand's tariffs were reduced unilaterally and, in most 
industries, substantially. Tariffs remained relatively 
high in some areas snch as clothing and carpets. Lower 
tariffs were expecied 10 reduce the cost of exports, 
since most used irapected inputs, and thereby increase 
employment in suco industries. 


Employment Relations in New 
Zealand: The Employment 
Contracts Act 


between employers and employees should be the norm 
and that the government role in labor relations should 
to providing minimum standards and neutral 


E 


be 
legal structures that do not favor w.rkers, unions, or 
firms. The act was designed to promote greater 
flexibility for both employers and employees. 
Flexibility would allow higher wages for skilled 
workers and encourage training. Workers could 
contract with firms for opportunities to gain skills. 
Firms could make contracts that reflected their 
particular circumstances. The reduced influence of 
unions resulting from the Government's neutral stand 
would also help prevent wage increases that may 
increase inflation or unemployment. 

Under the Employment Contracts Act, workers can 
either represent themselves in negotiations with 


Government's latest step in a move away from the 
tripartite union-employer-government structure that 
was an essential feature through the 1980s. For 
example, in 1985, tripartite discussions began the wage 
round of contract negotiations. 
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Bilateral Investment Treaty program. It also includes 
ee SD 6 GES EE CY. 


intellectual property right infringement, and section 
301 cases undertaken by the U.S. Government for the 


calendar year. 


Copies of The Year in Trade 1994 (USITC 
publication 2894) are available for purchase from the 
U.S. Government Printing Office. To order, indicate 
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stock number 049-000-00076-6 and send your check 
for $15.00 ($18.75 foreign) or provide your VISA or 
MasterCard number and date to: 
Superintendent of Documents, P.O. Box 371954, 
Pittsburgh, PA 15250-7954 (FAX to 202-512-2250). 
Telephone orders may be placed with the 
of Documents by dialing 
202-512-1800. The report will also be available on the 
Department of Commerce's National Trade Data Bank 
(September 1995 edition), at Federal depository 
libraries in the United States, and on the ITC Internet 
server at hitp://www.usitc.gov or fip://ftp.usitc.gov. 
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Round Commitments 


Timeline of 


Uruguay 
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such different areas as trade in goods, services, and 
intellectual property. 


Market Access and Other 
Agreement Deadlines 
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in GATT schedule I or like Japan in GATT schedule 
XXXVIIL. These market-access commitments are then 
gathered together and collectively incorporated into the 
URA under the Marrakesh Protocol to the General 
Agreement on Tariffs and Trade 1994. 


Each of these national schedules conforms to the 
overall framework of liberalization scheduled by the 
URA and provides a useful point of reference. The 
framework also provides a global context to U.S. 
efforts to sponsor Uruguay Round free trade results in 
key regions, such as North America with participants 
in NAFTA, Europe with the possibility of a 


commitments in all of the Uruguay 
Round. 
Market Access 
Tariff elimination for select industrial 
products 


Japan, and the United 
States—were eliminated at the start of 1995. Other 
sectors—such as agricultural, construction, and 
medical equipment; brown spirits; and furniture —will 
have their tariffs phased out over 5 years. Yet other 
sectors—such as toys and steel—will have their tariffs 
phased out over 10 years. 

As part of these offers, tariff reductions and some 
eliminations were agreed for electronics in 
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Tariff Reductions for Industrial Products 


In their November 1994 overview of the 
market-access rewults for goods and services arising out 
of the Uruguay Round, the GATT calculated an overall 
average tariff reduction by developed countries of 40 
percent to be mad in five equal rate reductions. The 
annual tariff cut will be 8 percent, beginning with the 
entry into force of the WTO on January 1, 1995, and 
concluding with the cuts on January |, 1999. No 


comparable figure for developing countries was broken 
down. 
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GATT/WTO and the remaining quota will be expanded 
27 percent. 


agreement at the conclusion of each stage. 
Agriculture 


Tariff and subsidy reductions in 
agriculture 
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application of the new code for up to 5 years. 
Preshipment Inspection 


concerning this category through the end of 1999. The 
Subsidies Committee will review the operation of 


agreement concerning research and development 
(R&D) subsidies, ome type of subsidy in this 
nonactionable category, by June 30, 1996. The 
committee will also review the operation of the 
agreement concerning the definition of “serious 
prejudice,” nonactionable subsidies. and consultations 
yay ay ne ye 
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have 8 years after the WTO enters into forse to 
eliminate prohibited export subsidies contingent on 


their export subsidies in the former category and have 
until 8 years to eliminate those in the latter category. 
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Safeguards 
of 1998 (within 3 years of the entry into force of the 
WTO). However, each WTO si i 


30, 1996, and negotiators on maritime transport 
services are to report “no later than June 1996.” The 
Council for Trade in Services is to review the operation 


(within 2 years of the WTO entry into force) to clarify 
exceptions in the GATS on MFN treatment, national 
treatment, and market access involving government 
procurement of services. The Con.mittee on Trade and 
Environment is to report to the first biennial meeting of 
the WTO Ministerial Conference at the end of 1996 
any recommendations concerning trade in services and 
its relation to the environment, particularly as might 
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GATT 1994 


Within 5 years of the WTO eatry into force, the 
Ministerial Conference is ic review provisions 
“grandfathered” under the GATT 1994, and every 2 
years thereafter. These provisions exempt from GATT 
obligations measures taln based on maritime 
legislation that preceded GAIT 1947 concerning 
foreign-vessel caboiage in national waters. This 
stipulation effectively amounts to a regular review of 
the U.S. Jomes Act exemption, the only provision 
grandfathered under GATT 1994. 


Trade and Environment 


The Committee on Trade and Environment was 
created at the first meeting of the General Council of 
the WTO in 1995. The work and terms of reference of 
the committee will be reviewed at the first biennial 
meeting of the Ministerial Conference, to be held in 
Singapore in December 1996. 


Procurement 


The Agreement on Government Procurement 1996 
begins on January 1, 1996. It takes effect for Korea 
on January 1, 1997. 
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1995 
Market Access 


Tariffs 
5.0% Industrial goods tariff cut 
Steel and toys zero/zero begin 
Market-access schedules due for least developed countries (April 15) 


Textiles 

16% of 1990 import volume of textile and apparel products covered under the Textile Agreement placed under 
multilateral GATT/WTO rules; 

16% remaining bilateral textile quotas expanded by 16% 


Agriculture 

Developed countries 

3.3% reduction domestic agricultural support begins 

3.5%  agricaltural export subsidy reduction (commodity besis) begins 
3.0% minimum access for agriculmral imports established 


3.0% minimum access for agricultural imports established 


Rules of origin 
3-year work plan begins on harmonization of rules-of-origin 


Services 
Negotiations on financial services conclude 
Negotiations on movement of personne! conclude 
Negotiations on GATS safeguards provisions begin 
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First biennial meeting of the General Council of the WTO (Ministerial Conference). 
Review of the work and terms of reference of the Committee on Trade and Environment 


September 1995 International Economic Review 


Agreement on Government Procurement 1996 enters into force for Korea 


International Economic Review 


bilateral textile quotes expanded by 25% 


Council on Trade in Goods reviews operation of stage | of the Textile Agreement: 
import volume of textile and apparel products covered under the Textile Agreement placed under 
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17% of 1990 


September 1995 
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End all voluntary restraint agreements (“grey-area” measures) except for single permitted exemption 
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Negotiations on continuing reform of trade in agriculture begins 


Trade-related investment measures 
End all trade-related investment measures inconsistent with GATT/WTO 
WTO Coancil for Trade in Goods reviews TRIMS Agreement 


Subsidies 

Committee seview of “serious prejudice” definition, nonactionable subsidies, and consultations and 
authorized remedies 

End initial U.S. legislative suthorization to accept nonactionable subsidy category under the URA 


End single permitted restraint agreement (EU-Japan automobile agreement) 
Services 


on trade in services recommence 
Council for Trade in Services reviews of Annex on Air Transport Services 


Dispute settlement 
Ministerial Conference review of dispute settlement rules and procedures 


International Economic Review 


e.g atmeae ene 
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September 1995 
GATT 1994 
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International Economic Review 


practice. 
USA completes review of dumping and countervailing duty cases in force (“sunset” reviews) by July 2001 
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2003 
Market Access 


GATT 1994 
Second review of “grandfathered” provisions such as the U.S. Jones Act 


Seeei and toys zero/zero continues 


Developing countries prohibit export subsidies contingent on export performance; Least developed 
countries prohibit export subsidies contingent on the use of domestic over imported goods 


Technical barriers tw trade 
Third review of operation and implementation of TBT provisions. 


PSI 
Third review of provisions on preshipment inspection 


Intellectual property 
Third review of TRIPS Agreement 
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2005 
Market Access 
Textiles 
Council on Trade in Goods reviews operation of stage 3 of the Textile Agreement; 
49% the remaining 49% of 1990 textile trade removed from bilateral quota and placed under multilateral GATT 
rules; textile trade integration into GATT system complete 
Agriculture 
Developing countries 


2006 
GATT 1994 
Third review of “grandfathered” provisions such as the U.S. Jones Act 
Intellectual property 


Fourth review of TRIPS Agreement 
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BLANK 


indexes of Industral production, by selected countries and Jan. 1982-July 1906 


, 1991=100) 
1996 
IV ' " Feb. Mar. An Mwy tn. Jul. 
1204 1221) 121 122.1 121 121 121 121.1 121 
it? 
ry ¥ 
of 


3 Real domestic product in industry at tactor cost and 1986 prices. 
Source: Main Economic Indicators, Organization for Economic Cooperation and Development, March 1995, Federal Reserve Statistical Release; August 15, 


Consumer prices, by selected countries and by Jan, 1982-June 1906 
change from same period of previous year) 
1904 1996 
1902 «61883 )0=— (1884 a IV Dec. ! | Jen. Feb. Mer. Apr. May Jun. 
3.0 3.0 26 24 29 #«+%j}2@2 27 28060 3.10 06280 2828 31 32 3.0 
1.6 1.3 7 OF 00 o8 07 01 oO 06 O02 04 02 00 08 
1.5 18 02 00 02 oo 02 160606 2706—ClOO68 C18 8 25 29 27 
4.0 42 30060 3800—00—2D? 23 23 #23 #24 23 23 22 24 
3.7 1.6 25 26 23 26 29 346 34 «©6330—6— 034 85 $3 34 3 
2.4 2.0 1.7 17 38 606160018 1.7 ry) 17004718 16 0 =—1.6 
§.1 44 1.0 3.9 3.8 40 42 54.4 40 45 49 $2 54 
" Not available. 
Source: Consumer Price indexes, Nine Countries, U.S. Department of Labor, August 1995. 
Unemployment rates, (civitien lebor force besis)' by selected counties and by specified periods, Jan. 1992-June 1995 
1994 1996 
100 104i a IV ! U) Jen. Feb. Mer. Ap. May dm 
6.8 61 62 60 56 55 S57 57 $4 S55 58 S&7 56 
2.5 2. 29 30 30 30 32 29 #30 30 32 31 £32 
11.2 103 107 002 97 97 9 97 96 87 94 95 98 
6 65 65 65 65 64 66406—C SCC 
10.4 9 97 96 90 87 88 68706ClCU87 O86 
11.3 1723 124 124 123 #125 12.2 “a 
738 «8=6108 14 6119 «6114 « «691200 = =6122 12.2 122 


9 aL EER, Clee Citar cota exaatnd & Oe compere ai Co US. cee. 


2 
9 felon unemployment eurveye are conducted only once a quarter, in the fret month of fe quarter. 
Source: Unemployment Rates in Nine Countries, U.S. Department of Labor, August 1996. 
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Source: Morgan Guaranty Trust Co. of New York, Auguet 1995. 


1904 
06.5 
“1.6 

101.5 
-2.7 


1983 

100.1 
3.1 

104.2 
3.3 


of deposit. 


1982 
97.0 
1.5 
coves 100.9 
1 1980 average=100. 
fret 


1994 
4 
29 
4.0 
es 

iaanaenne 84 

2 fOcay sore 

Source: Federal Reserve Statistical Release, July 10, 1995; Federal Reserve Bulletin, July 1996. 


Effective rates of the U.S. dollar, Jen. 1 1906 
exchange aioe Sealy | 
1006 
a 
: 1000 = 98.5 
16 “35 
1035 00.9 
1.2 36 
of to U.S. dates | 0 Vade-welnied 


Money-market interest retes,' by selected countries and by specified pertods, 
1983 
3.2 
2.9 
5.1 
7.1 
0.0 


suggests an increase in 


Note. — 
measure 


982-June 1906 
(1.0. - c..f), at an annual rate) 
1996 
i " Mar. Apr. May Jun. 
-167 “1 -156 “179.4 “170. “1 


i 4 


Department of Commerce reporting of imports at customs value, seasonally adjusted, rather than c././. value. 


3 imports ave f.0.b. 


ee eras Si vs Department of Commerce, August 17, 1995; Main Economic indicators, Organization for Economic 
U.S. trade balance,’ by major commodity categories and by specified periods, Jen. 1982-June 1906 


1994 1906 
1993 1994 IV t 7 Feb. Mar. Apr May Jun. 

178 19.0 6.9 6.2 49 2.2 2.1 1.9 1.6 1.4 
45.7 47.5 11.8 16 8 86-12.8 3.5 4.3 3.9 45 4.4 
118.3 156.7 475 403 43.0 12.3 -13.0 -13.6 -13.8 15.6 
1.4 12.5 3.6 “1 2.9 5 -4 9 1.6 
10.2 14.5 48 -2.4 4.0 -9 5 1.5 8 1.7 
-60.9 65.6 18.2 15.0 16.4 46 5.8 6.8 6.4 6.2 
11.6 13.8 3.2 16 3.7 7 “1.2 “1.3 1.2 


$1513 $1422 $1495 $15.43 $1697 $15.50 $15.76 $16.71 $1730 §=© $16.81 


1 Exports, f.0.8. value, unadjusted. imports, custome value, unadjusted. 
Source: Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, August 17, 1995. 
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